The major transformation now under way in American health care financing poses challenges for the nation's safety net and teaching hospitals. The growth of managed care and the spread of competition among providers may ultimately deprive safety net and teaching institutions of the support that has traditionally allowed them to provide health care to the uninsured. An analysis of current circumstances and trends can move the understanding of the situation beyond anecdotes and allegations.
1). This is more than 2 89 times the total share for hospitals with a minor safety net role. Medicaid revenues are especially important to major safety net institutions, accounting for an average of 41% of patients.
Major safety net hospitals are also teaching hospitals. Of hospitals with a major safety net role, 82% are teaching hospitals, compared to only 21% of facilities having a minor safety net role (Fig. 2) . Targeted Medicare payments show the overlap between safety net and teaching hospitals (Fig. 3) Distribution of hospitals by teaching status, 1994. Source: Gaskin D, Hadley J. Georgetown University analysis using 1994 hospital discharge data from 8 states. residents. PPS also pays teaching hospitals a special adjustment for the indirect costs associated with graduate medical education (IME). Seventy-five percent of IME payments go to hospitals that receive DSH, illustrating that most teaching hospitals also treat the nation's poor.
The role of teaching hospitals in providing indigent care is even more pronounced when academic health centers (AHCs) are examined separately. Academic health centers are inter-related entities consisting of a medical school, an affiliated hospital and outpatient centers, and a faculty practice plan. ~ Eighty-two percent of major safety net institutions are AHC hospitals. Although AHC hospitals constitute only 2% of US hospitals, they provide 23% of the total of $28.1 billion in uncompensated care. 2 Further, AHC hospitals provide at least twice as much uncompensated care as other teaching or nonteaching hospitals (Fig. 4) .
The expense of providing uncompensated care contributes to the higher costs of operating an academic health center. As institutions, AHCs perform missions that provide benefits for the society at large. AHCs bear the primary responsibility for training the next generation of health professionals, for conducting biomedical research to improve the quality and effectiveness of medical care, and for providing highly specialized health care services. Carrying out these missions is costly--an estimated $18 billion in 1997. AHCs are concerned that managed-care plans are steering Medicaid patients toward other hospitals with lower costs, leaving AHCs to care for patients with more-complex problems. In Tennessee, for example, the number of annual births in one prominent AHC fell from 8,000 to 4,000 after the implementation of the statewide Medicaid managed-care initiative. 4 As a result, this AHC was left to treat the predominantly high-risk (and more expensive) births. In addition, the loss of Medicaid patients means a decline in hospitals' DSH subsidy, further reducing their ability to use public money to pay for uncompensated care.
Provision of uncompensated care appears to be associated with the hospital's ownership status: 44% of urban AHC hospitals are publicly owned. Across the board, public hospitals provide more uncompensated care than their privately owned counterparts (Fig. 4) . Among non-AHC teaching hospitals (teaching hospitals without an affiliated medical school), public hospitals treat four times as many uncompensated care patients as private institutions. Academic health centers, regardless of ownership status, provide a greater proportion of uncompensated care. This leaves public AHCs with the responsibility of treating the lion's share of uncompensated care patients, averaging 20% of their gross patient revenues. ~ Compounding the loss of Medicaid revenues, uncompensated care has become increasing concentrated in public teaching hospitals. From 1989 to 1994, uncompensated care grew by 33% in public AHC hospitals, 37% in other public teaching hospitals, and 12% in public nonteaching hospitals. During this period, uncompensated care provided by private hospitals either remained constant or declined (Fig 5) .
The increased concentration of uncompensated care exacerbates the existing fiscal challenges facing safety net and teaching hospitals, many of which also Future discussion about preserving the health care safety net must recognize the double bind facing public teaching hospitals as they struggle to maintain their social and academic missions in an era of managed care.
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